1.

INTRODUCTION AND NEED FOR THE RESEARCH
Research on turnaround management, like most of the studies in management, has its origin in the United States, focusing mainly on the practices of the private sector. Given the motivations and the nature of turnaround action, it is not surprising that the early initiatives happened in the private sector. Unlike in the public sector, the fInancial loss for the stakeholders in the private sector, in case of enterprise sickness, is direct and immediate. Similarly, while most public organizations have a chance to survive on budget support, at least in the short term, there is hardly any such chance for the private sector organizations. Hence it is natural that the need for turnaround. action is felt more urgently in the private sector than in the public sector. Besides, the motivations of the stakeholders in the private sector are such that they are inclined to taking quick actions. Naturally, research has followed corporate actions, and hence turnaround research tended to focus on the private sector, particularly those in the Western world, where management practice as well as research are in a relatively more advanced stage than in developing countries .. Industrial sickness, however, is not a problem that is to be dealt with only by the private sector. In fact, sickness is equally or more rampant in the public sector. While there is indeed a tendency in the public sector to postpone turnaround actions because of the stakeholder apathy or budgetary support, such apathetic wait cannot go on for ever. The down-trend has to be reversed, or else the enterprise will have to meet its inevitable extinction. The realization of the need for turnaround action in the public sector has been hastened by the new economic ideology of market orientation and the consequent reduction or elimination of budgetary support for the public sector. It is, therefore, obvious that industrial sickness is a serious problem, whether it occurs in the private or the public sector in a developed or a developing country. Cost etTective turnaround actions are the need of the hour especially in developing countries where resources are scarce. It is against this background that we propose to study the much talked-ahout turnaround of the departmental venture of the Government of India -the Indian Railways.
The turnaround of the Indian Railways is of special interest to researchers, as !t defies in many ways the conventional notions on the difficulties of achieving turnaround in iarge organizations especially in the public sector operating in developing countries. The Indian railways combine all these difficulties in their complexity, size and structure. It is a very large organization with an employee strength of more than 14,00,000; it operates in a developing country and serves mostly the low-income customer segment; it is more susceptible to political and bureaucratic interference than even the public sector corporations, as it is a departmental undertaking ofthe Government oflndia. Turnaround of such an organization is often perceived as next to impossible! For this reason alone the turnaround of the Indian Railways deserves the special attention not only of researchers but also of practitioners and policy makers. The objectives of the study are as
under-(i)
To analyze Indian Railways turnaround in a relevant theoretical perspective
(ii) To make reasonable assessment as to the sustainability of the turnaround ofIndian Railways (iii) To validate some of the propositions made available by the prior research.
The paper has been structured as follows:
I. Definitions of turnaround situation and the turnaround. "A unit may be considered sick if it has incurred cash loss for one year and, in the judgment of the bank (RBT), it is likely to continue to incur cash loss for the current year as well as the following year and a unit has an imbalance in its financial structure, such as current ratio of less than ] : 1 and worsening debt equity ratio" (RBI, 1978) .
Some lending institutions identified sickness on the following criteria:
~ Continuous default in making four consecutive half yearly installment of interest or principal of institutional loans;
~ Continuous cash loss for a period of two years or continued erosion in the net worth by 50% or more;
~ Mounting arrears on account of the statutory or other liability for a period of one year or two (Bidani and Mitra, 1983) .
The most stringent defmition is gIven in the Sick Industrial Companies (Special Provisions) Act of 1985, which defined a sick unit as "an industrial company (being a company registered for not less than seven years) which has at the end of any financial year accumulated losses equal to or exceeding its entire net worth and also suffers cash loss in such fmancial year and the fmancial year immediately preceding such fmancial year" (Government of India, 1985) .
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All these definitions emphasize sickness in terms of financial health. which is in the state of extreme deterioration. The criteria do not give enough advance warning for the corrective action(s) to be taken. Besides cash loss criteria does not make any attempt to ascertain and evaluate the normal profitability of a representative or a comparable unit in the industry. Khandwalla' s (1989) definition takes care of these deficiencies. Sickness has been defined as the loss of the organization's capacity for normal growth and profitability. This definition provides a measure of loss of capacity in terms of return on sales and return on capital employed which can be compared with any other representative unit in the industry.
Earlier research studies defined turnaround as efficient and effective use of retrenchment strategies to arrest the decline in financial performance. Retrenchment strategies aimed at deliberate reduction in costs, products, product lines, assets and overhead (Pearce and Robbins, 1993) . These definitions had a very restrictive view of the term turnaround.
It . becomes more evident as we examine some other definitions in the following paragraphs. Further, the retrenchment strategies may not be sustainable in the long run as these may encounter resistance from within and outside the organization. Thus. the definition may not describe the cases of turnaround comprehensively.
We now turn to the definition of Khandwalla (1989) where turnaround is defined a~ regaining organization's capacity for normal growth and profitability. The financial ratios of return on sales and return on capital employed can be used to measure the capacity regained. It is noteworthy that the loss in the capacity may be caused by a combination of the factors, which may be external as well as internal, financial as well as non-financial. The loss of the capacity of the organization for sustained growth and regaining of it may show up through financial as well as other non-financial indicators such as strategic management practices, human resource management practices, organizational culture and so on (Manimala,1991) . As the definition is not confined to cash loss but relates the turnaround to the regaining of the capacity for normal growth and profitability, which can be measured, we consider this to be more appropriate definition in the context oflndian Railways.
3.
THE PERSPECTIVES
As stated in Rigveda, 'Ekam sada vipra bahudha vadanti' (Rigveda, 1-164-46) meaning thereby, one phenomenon or truth is described by the scholars in many different ways For the purpose of our analysis all these studies may be categorized into two broad groups as studies of turnaround actions and turnaround processes. A large number of 6 strategic moves and turnaround actions were identified in the studies done by Hambrick term of a systematic analysis the major actions involved in the turnaround process.
Khandwalla (1981) provides the most comprehensive listing, which is reproduced below.
1.
A dynamic change-agent with a strong sense of mission, preferably from outside the organization.
2.
Credibility building through some outstanding performance and/or through 'quick-pay-off' strategies.
3.
Mobilization of the rank-and-file by getting them involved in the organization's goals and activities.
4.
Quick pay-off projects for some immediate relief.
5.
Reprieve from serious external pressures, especially those relating to industrial relations, fmance, key inputs, stakeholders, etc.
6.
Mobilization of external resources and utilization of environmental opportunities.
7.
Strengthening of mechanisms to influence the environment, such as marketing and public relations.
8.
Selective changes in the product-mix, concentrating on high pay-off products. Selective strengthening of management functions and systems, especially the financial control system.
10.
Motivating managers through participation, autonomy, challenging tasks, accountability, example setting, etc.
11.
Co-ordination through regular review meetings and face-to-face interaction.
12.
Performance control through goal-setting and fixing of responsibility, often creating profit and cost centers.
In other group of studies which approached turnaround as a process and attempted developing process models, the prominent ones are by Donald Bibeault (1982) , Manimala (1991) Source: Manirnala (1991) KhandwalJa (2001) observed that it is much more difficult to achieve turnarounds in organizations which are big in size (p 233), or operating in the service sector (p 272).
Further, public sector organizations prefer "humane" rather than "harsh" turnaround which involve staff reduction and retrenchment. Boyne (2006) are key to such sustainability.
TURNAROUND OF THE INDIAN RAIL WAYS (IR)
Railways is a rising industry not just in India but in many parts of the world. Railways went out of business in the West from the 1960s to 1990s due to its inability to respond to competition from road and air traffic systems. Since railways are large entities serving vast and expansive areas it is often believed that they are unable to adapt to changes in the The Expert Group on IR also recommended a set of changes to be implemented in IR.
Two important ones among them were the following (a) IR's manpower of 1.5 million should be downsized by 2.5 per cent over the next five years; and (b) seCond class fares should be increased by 8 to 1 0 percent every year over the next eight years.
Causes tor decline in performance
There were external as well as internal causes for the declining performance of Indian
Railways. Due to opening of the Indian economy following the economic liberalization, there was increasing pressure for r~ducing cost and improving quality. The budgetary support from the Central Government was dwindling and its financial situation did not allow higher budgetary support to the Ministry of Railways. Besides the competition from road and air was increasing.
Among the internal factors, the major ones were operational inefficien,cy, lack of market focus, politically driven pricing policy, lack of competitiveness, denominator based cost reduction policy, low employee productivity, uncoordinated investment decisions, investment in unremunerative projects, social obligations and the like.
Diagnosis, recommendations and initiatives taken by IR
The continuous decline in performance seized the attention of the top leadership and the need for diagnosing the sickness was felt. This resulted into the constitution of Expert Group on Indian Railways, also known as Rakesh Mohan Committee which delivered its report in the year 2001. This Committee among other things also recommended certain operational strategies to be adopted by Indian Railways, which are reproduced below -"A railway traffic strategy aiming to boost current prevailing growth rates under freight and passenger would be built around the following: • Maersk Lin~ launched dedicated block train operation between Bangalore and
Chennai 'in collaboration with the Container Corporation of India, connecting to the freight ship service from the US east coast to Chennai.
• Private container train by APL (formerly American President Lines) started from
Loni to Jawaharlal Nehru Port, Mumbai.
• Enhancement of carrying capacity of wagons to increase throughput: Carrying capacity of goods trains has been raised from 3,200 tonnes to 4.000 tonnes. This was achieved due to introduction of the 22.9 tonne axle load freight trains, as compared to the previous 20 tonne axle load trains. Loading capacity was enhanced to the extent of 16 percent.
• Targeting 50% reduction in unit costs over a period of 5 years because of axle load increase.
• Reduction in turnaround time of wagons (7 to 5 days) with additional loading of 4 to 8 tonnes per wagon which has resulted in the loading capacity increase significantly.
• Long term initiatives -such as construction of Dedicated Freight Corridors to provide additional capacity for"fast movement of freight traffic.
• Creation of nul linked container depots and integrated logistics parks, for nonbulk freight business.
• Use of data from Freight Operation Information System to make freight discount policies like empty flow direction discount schemes.
• Simplification of rules in key areas like free acceptance of indents for the supply of wagons, single window booking system and faxing of invoices to the destination.
• First long-distance train named after a corporate brand launched. South West
Railway gFaIlted PepsiCo the right to run three summer trains (BangaloreNagarkole, Bangalorc-Chennai, and Bangalore-Hubli) under the name 'Kurkure Express' with branding by PepsiCo for its lines of snacks of that name.
• CNG based Diesel Electrical Multiple units have been developed to reduce running cost.
• Speed of passenger train enhanced to 150 krnph on Delhi-Agra section m • Scheme of training for officers at reputed institutes abroad, every 10 years and reputed institutes in the country, every 5 years was announced.
• Wheel Impact Load Dictator (WILD) has been developed to provide audio-visual signal to the train operating staff in the event of passing a wheel having higher impact load due to wheel defects.
• Reduction of the AC first class fares, AC second class fares, and second class fares.
• The Scheme of Frequent Travelers (SOFT) has been launched, which is applicable to lAC, 2 AC and AC Chair Car classes. A frequent traveler will get a complimentary train trip after certain numbers of reward points are accumulated.
• Fully air-conditioned Garib Rath (chariot of the poor) trains having fares about 25
per cent lower than the present AC 3 Tier fares to run on the Delhi-Patna, DelhiMumbai, Delhi-Chennai and Saharsa-Amritsar sectors.
• Scheme for up-gradation of confrrmed passengers in a lower class to vacant seats in a higher class without any extra charge with effect from January 26, 2006.
• The suburban trains in Mumbai were attacked by the terrorist's bomb blasts on July 11,2006 . The restoration was done within 12 hours of blasts.
• To popularize booking through the Internet, the delivery of tickets has been extended to more than 181 cities: Payn'lent options have been liberalized by introducing the facility of direct Debit through the Internet and Prepaid Cash
Cards in addition to Credit Cards.
• 
Box 1 -Strategies Adopted by IR
It is not about big ticket reforms but a refreshingly new approach to business model of railways. Earlier it was thought that IR is 'in the business of railways' and hence a natural monopoly. The new perspective is that it is 'in the business of transportation operating in a fiercely competitive market place' . The only_ way to revive and regenerate the competitiveness of railways in the market place is by offering superior and compelling value to the customers. Hence, tariff focused and denominator centric strategy has been discarded in favour of numerator focused, unit cost based, customer centric and market driven strategy.
Given the fact that marginal cost of operations is substantially lower than the average cost of operations of railways, the strategy is to "play on volumes, reduce unit cost, reduce tariff, improve market share and margins and earn record profits". In view of the sensitivity of cost to train kilometers rather than passenger kilometers or tonnes kilometers, the focus is 'to improve yield per train as against the earlier obsession with tariff-yield per passenger or tonne '. Tariff policy formulated on the basis of 'affordability' principle has been creatively modified based on deep insight into the political economy of railways and a sharp understanding of the transportation business -price elasticity of demand and its sensitivity to non-price factors. While politically sensitive second class passenger segment is still charged based on the 'affordability' principle; freight, airconditioned segment of passenger business and parcel tariff policies are now completely market driven. as a percentage of capital at charge * and capital fund**). These are shown as Table 2 and Graphs 1 and 2. * Capital fund is created from the internally generated resources, for the capital investment
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ANALYSIS OF INDIAN RAILWAYS (IR) TURNAROUND
Turnaround involves many processes and interplay of several levels of humanorganizational interface. We will make an attempt to analyze some key strategies and the forces or factors which made these effective in the context of huge, complex, but monolithic organization of a developing country.
One of the key drivers of the IR turnaround phenomenon is the enhancement of the carrying capacity of the freight cars (wagons). Change in loadability of truck appears to be a simplistic decision and is doable subject to the enhancement falling within the limits laid down by law. But in case of freight cars, it had to go through several stages involving concurrence, reconciliation, clearances and sanctions from departments and agencies within and outside the organization before it could be formally initiated and Railways. The trial runs provided the data for discussion and inputs from heavy haul experts, study by CAN RAIL and discussions during workshop helped in building the consensus through participation and communication. There was no resistance to this from organized unions, as reported by the official handling industrials relations at the ministry level even though the unions maintained the view that overloading is not desirable in the long run. The increased productivity is l.lll incentive for the labour, as they receive higher bonus which is linked to prodllctivity.
The above strategy ~nsured carrying of more load per t:rain, which was supported by a strategy for doing it more frequently by reducing wagon turnaround, that is the number of days between two successive loadings. The set of actiOIl$ involved in reducing the wagon turnaround were: better loading/unloading facilities at the terminals, introduction of round the clock working at major terminals, extended hours of working of goods shed/sidings from 0600 hrs to 2200 hrs., mechanized loading and unloading, reduction in detention time at the terminals, and de-bottlenecking infrastructural constraints. The investment decisions were based on the loading requirements and coordinated with the need to enhance the capacity on busy traffic routes. In an interview with the Ministry of Railways, it was mentioned that such decisions were taken at the Railway Board level even when there were no proposal received from the zonal railways. TIlls was a significant departure from the practice in past when the proposals were required to origffiatefrom the Zonal Railways. The constraints were identified and investments needed to de-bottleneck them were provided proactively by the top management, as there was visible alignment between the end (capacity augmentation) and means (quick pay-. off, short gestation de-bottlenecking projects).
Changes in the working hours was not resisted by the employees because of the opportunity to earn night allowance, as was disclosed by the Railway Ministry official .
He further clarified that the unions showed the maturity to support the moves for enhancing productivity.
Several marketing initiatives such as offering discounts for the empty wagons, exploring the levy of higher charges for the door to door traffic in comparison to station to station traffic (i.e. segmentation of markets), etc. were result of better understanding of the basics of economics such as elasticity of demand, the economies of scale and cost behavior (marginal cost being lower than average cost). One can notice the role of entrepreneurship in the strategy implemented for the capacity enhancement. General
Manager of South Eastern Zonal Railway saw an opportunity, quickly evaluated the opportunity and attempted to leverage the available resources to create value by meeting the excess demand which was reflected in the piling indents for the freight cars.
The idea was worth many million dollars. It got the support of the top management and finally got implemented. There may be such ideas generated at the lower level, hut may not reach the decision making level, as the lower levels may not have the confidence and will to put them up to the higher/top level. We will see similar process in case of some innovative idea which generated at a level lower than zonal railway-the divisional level which is basic managerial level supervising, monitoring and facilitating the operating performance of the stations falling within its jurisdictions. Notwithstanding who introduced computerization in IR, the organization as of now has a tradition of working in an IT environment for more than two decades. However, if one were to consider the history of electronic data processing in lR, it dates back to the year 1963-64 when IBM Unit Record Equipments were installed on all the zonal railways.
Turnaround strategies of IR: A classified analysis
In order to understand the directions of IR turnaround, a classified analysis of IR' s turnaround strategies will be useful. Accordingly, we discuss them under a few categories identified as important by prior literature. 
Operational and Financial Strategies
Human Resource Strategies
Unions' cooperation was earned by not following the recommendation of the Expert Group on IR, (2001) for staff reduction by retrenchment. However, reduction in staff was achieved by not filling up the vacancies created by retirement and resignation of the employees. The increase in productivity-linked bonus (PLB) acted as incentive to the work force, the expectation for the current year is higher than the last years bonus equivalent to 65 days pay which was considered too high by the Ministry of Finance.
(PLB for the current year has since been announced. It is equivalent to 70 days pay).
There was an increasing emphasis on the quality of officers' training and the need to expose them to international environments. The training abroad once in 1 0 years to every officer acts as a great incentive. A major achievement of IR in its relationship with the unions is the gaining of their support for the Public Private Partnerships for the future expanSIOn programme.
Growth Strategies
Leveraging on the opportunity made available by the boom in the economy has been important strategy of IR. Private investment is mobilized through wagon investment These initiatives per se may be important, but what is more pertinent is the culture which supports the growth of the organization by harnessing the potential oflatest techno logy.
This dimension, as part of the culture of IR has far reaching gro\\1.h implications for the future of IR. Besides, the optimism and hope brought in by the turnaround~ not only within the organization and the country but outside the country as well, is likely to make the task of funding the future of IR expansion easier.
"Under Mr. Yadav, the Railways have boosted profitability by lengthening and speeding up the trains, rather than taking the more obvious steps of raising ticket prices or freight fees. The improvements have, according to Railways, impenetrable accounts, pushed the system's return above its cost of capital. As a result, investments should be far easier to finance" (Wright, 2007) .
In order to sustain the turnaround, it is essential that the organization exhibits a set of actions to confirm that it has attained the stage of institutionalization and growth. In our stage theory based analysis and assessment made in the preceding paragraphs, it can be concluded that IR turnaround is sustainable.
One may argue that IR is a distinct organization which is not comparable with the 28
Western and Indian cases studied by Manimala (1991) . Essentially there is no difference between IR and the 28 companies studied by Manimala (1991) . Even though there are structural and operational differences, we maintain our conclusion that IR turnaround is sustainable even in the situations of slowing down of economy, change of leadership and in the event of partial going back of axle load increase on safety or any other consideration. Let us take them one by one in reverse order.
The operational changes brought out by the turnaround are likely to stay. The organizational culture of the IR shows that operational changes made in the past by one chairman, Mr. M.S. GujraJ in the early 1980s are continuing till date, though the decision to introduce bulk train movement, doing away with marshalling and preventive maintenance en route was considered risky and had its own share of resistance. In an 35 interview several years after his initiating these changes Mr. Gujral told one of the authors that there are few people in government who bring change, there are fewer people who interfere with these changes once introduced.
Further, we don't consider that it is the only method by which capacity can be enhanced.
It is possible to improve the carrying capacity by designing light weight wagons which will substantially improve the net to tare ratio (i.e., ratio of goods carried to weight of wagon Change of leadership affects turnaround adversely only when the culture of institutionalization is non-existent., which, in our assessment, is not the case with IR. It is noteworthy that bringing change in a government-run commercial complex organization of 1.41 million people is not an easy task, for which the legitimate credit must be given to the leadership. Though accelerated improvement in financial perfonnance is more pronounced in the last two years, the improvement in operating ratio began in the year 2002 after having the worst ever operating ratio in the year 2001. But the genesis of turnaround may date back to the time when a need was felt for the diagnosis of the disease and an Expert Group was constituted to submit the diagnosis and the prescription.
As the will and determination to improve IR perfonnance is evident in both the leaderships, past and present, future leadership is likely to continue with these measures.
Economic growth has been a great enabler, facilitator and mover of the turnaround; it is unlikely that the economy will slow down as per the recent estimates of IMF and OEeD.
With greater and deeper understanding of market and basics of economics, appropriate strategies are expected to be developed and implemented in a situation of slow down of economy. IR appears to be better equipped than before to face the adverse situations.
Further, unlike advanced countries, IR has a large and growing segment of passenger and freight traffic which is unlikely to go to air or road.
The lesson that working the assets hard , harder and hardest is the most effective route to productivity enhancement (which perhaps has genesis in Peter Drucker's statement of 19705)* is too valuable and important to be forgotten by an organization which has an elephant -like memory. IR celebrated its 150 th anniversary with appu (baby elephant mascot) carrying the green light. That appu is dancing and we hope it will continue to do so (We presume that with newly found optimism and confidence, IR will be able to mobilize resources required to finance the future growth as contemplated in Eleventh
Five Year Plan and the 'culture' and 'growth' will be allowed to flourish by the future leadership).
* Working on the productivity of capital is the easiest and usually the quickest way to improve the profitability of the business, and the one with the greatest impact"-Drucker, (1977)
CONCLUSION
Turnaround is too big a phenomenon to be described, understood and analysed in terms of financial performance. Improvement in financial performance, if not accompanied with improvement in orientation, culture, human resource development and growth, is likely to be temporary and organizations may slip back to the greater decline.
Turnarounds have to take the organization to the stage of reorientation, institutionalization and growth to ensure that the turnaround is sustainable i.e., capacity regained is permanent and not temporary (Manimala 1991) . Analysis of the turnaround of IR shows that it is not confined to the stage of arresting sickness, but has traveled, though not completely, to other stages of reorienting, institutionalization and growth.
One more aspect which strengthens the conclusion of the IR being in higher than initial stage of financial turnaround, is the alignment of the strategies with the diagnosis of sickness (operational inefiiciency, Jack of market orientation, lack of focus on core, lack of resources for growth). It is strilcing coincidence that many of the strategies suggested 
2.
There is a concern regarding the safety of operations due to enhancement in the loading capacity of wagons. This has been matter of discussions within Indian Railways, with safety adviser and regulator (CCRS) and in Audit Reports. The Comptroller and Auditor General of India (CAG, 2007) observed as under:
"Railways have permitted the running of trains loaded with enhanced quantity without complying with the conditions laid down for protecting track and rolling stock. Even after permitting loading of wagons with enhanced quantity, the trend of overloading continued. Increased incidence of rail fractures, weld fractures and defects in wagon and locomotives was seen".
The Report insists that the required safety measure should be in place and overloading beyond the enhanced limits should be checked. Railway Board has maintained that there has been a paradigm shift in the approach of IR from being probabilistic to deterministic.
3.
Chief Commissioner of Railway Safety (CCRS), though not statutorily designated as safety regulator operates under Ministry of Civil Aviation and acts as advisor and regulator on safety matters.
4.
Conversion of Rupees to US Dollars has been done at one US Dollar equal to INR 40.
